Subsidiary. CareFirst has made available to Purchascr.d {rue, correct and compete copy of
cach of the items of this Section 421 listed on the Carelirst Disclosure Schedule,

Section 4.22. Disclosure. ;

No regrcscntntiong, warranties. assurances 0OF statements by CareFirst in_this ;
Agreement and nLS_t_ﬂ_tg_mgl_t_,C_Q_fﬁ-@ined in any certificates OC other writings to be delivered
by CareFirst (or caused 0 be delivered by CareFirst) 10 Purchaser or CFAC or any of
their respective repregéntativeg pursuant to the provisions hereof contains Or will contain
any uotruc statement of material fact, or omits _or will omit to state _any material_fact
necessary, in light of the circumstances under which it was made, t0 make the statements

herein O therein not misleading.

ARTICLE Y
chrcscnta([ous And Warrantics Of Purclaaser And CFAC

For the purposcs of all the rcprcsentations and warranties made in this Article V, CFAC
shall be considered 2 “purchaser Subsidiary.” purchaser and CFAC hereby jointly and severally
represent and warrant 1o CareFirst as follows:

Section 5.1 Organizatiot, Qunliﬁcatiou and Autliorization.

(a) Purchaser 1s @ corporation duly organized, validly existing and in good standing
under the laws of the Commuonwealth of —————irg inia; each Purchaser Subsidiary 1s listed
in the Purchaser SEC Filings or on the Purchaser Disclosure Schedule.  Each Purchaser
Subsidiary is @ corporation duly organized, validly existing and in good standing under the laws

of its jurisdiction of incorporatiot, which jurisdictions are listed on the Purchaser Disclosure
Schedule.

(®) Each Purchaser Company has all requisile pOWer and authority, corporate and
other, to carry on and conduct 1ts pusiness as it is now being conducted and to own or leasc its
property and assets, except where the failure to salisfy the represcntations of this Sectionl 5.1(b)
would not result in & Purchaser Material Adverse Effect. The Purchaser has delivered of made
available to CareFirst accurate and complete COPIES of the certificates of incorporation and
bylaws, ot equivalent goverming iastruments, as currently in effect, of each of the Purchaser
Companies as of the date hereo £.

(c) Each Purchaser Company is duly qualified of licensed to do business and 1S in
good standing in each jurisdiction in which the ownership of operation of its assets o the
conduct of its business requires such qualification of licensing, except where the failure t0 be so
qualified, licensed or in good standing would not result in a Purchaser Malerial Adverse Lffect.
All such jurisdictions are listed on the purchaser Disclosure Schedule.
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(d) The Purchaser Disclosure Schedule scts forth every entity as ol the date hereol
which is @ Purchaser Subsidiary and the equity interests of such entities that are owned by
Purchaser. Purchaser owns all the issued and outstanding shares of CFAC.

Section 5.2 Authority.

Purchaser and CFAC, respectively, have all requisite pOWer and authority 0 execute,
deliver and perform this Agreement and to consummate the transactions contemplated hereby,
subject 1O the receipt of regulatory approvals get forth 10t Section 54 hereof. The execution,
delivery and performance of this Agreement py Purchaset and CEAC, the performance of their
obligations hereunder and the consummation by them of the transactions contemplated hereby,
including, as t0 Purchasct, the issuance of the Purchaser’s Class A Common Stock to be issued
in the Merget, have been duly and validly authorized by Purchaser's and CFAC's respective
Boards of Directots, and except for the approval of Purchaser’s shareholders, no other corporate
act or corporate procceding on the part of Purchaser of CFAC is necessary to approve the
cxecution and delivery of {his Agreement, {he performance by Purchaset and CFAC of their
obligations hereunder ot the consummation of the {ransactions conteruplated hereby.

Section 5-3- Lxccution and Binding Lifcct.

This Agreement has been duly and validly cxecuted and dclivered by Purchaser and
CFAC, and constitutes, and the other documents and instruments to be cxecuted and delivered by
Purchaser 0 CEAC pursuant hereto upon (heir execution and delivery DY Purchaser of CFAC on
or prior 0 the Closing Date will constitute (assum'mg, in cach casg, the due and valid
authorization, execution and delivery thereof by the other party Of parties thereto), legal, valid
and binding obligations of Purchaser OF CFAC enforceable against Purchaser of CFAC 1n
accordance with thetr respective terms, except a5 such enforceability may’ pe limited bY (2)
bankruptcy, insolvency, rehabilitation, rcorganization, moratorium, of similar laws affecting
enforcement of creditors’ rights generally and (b) general equitable princip\es.

Section 5.4 No Violation; Couscnts aod Approvals.

(a) Except as Set forth on the Purchaser Disclosure Schedule and subject to the
govcmmental filings (and other matters) referred to 10 Section 5.4(b), the executiorn, delivery and
performance of this Agreement by each of Purchaser and CFAC, compliance with the provisions
of this Agreement, and the consummation py each of Purchaser and CFAC of the transactions
contemplated hereby will not () conflict with or violate any provisions of the certificates of
incorporation or other comparable documents O bylaws of Purchaser Of CFAC; (i), conflict
with, violate of result in any preach of, of constitute a default whether with or without notice of
lapse of ume ot both, or give fse O any right of (ermination, cancellation oOf acceleration under
any of the terms, conditions of provisions of, or render unenforccab\c, any note, pond, mortgage
indenture, license ('mc\udmg any license grantcd by the RCBSA), (ranchise, pcrmit, ugrccmcm,
{easc or other instrument of obligation 0 which any Purchasct Company is a party ot by which
any Purchasct Company, s pusiness o any of s asscls is bound; (iii) violale any staute,
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ordinance or law or any rule, regulation, orde, writ, injunction or decree of any Governmental
Entity applicable to any Purchaser Company, 0OF by which its business or any of its assets is
bound; (iv) require any filing, declaration ot registration with, ot permit, consent or approval of,
or the giving of any notice to, any Governmental Entity; of (v) result in the creation of any lien,
charge or encumbrance upon aty Purchaser Compaiy’s assets; excluding from the foregoing
clauses (other than clause (1)) such conflicts, violations, breaches and defaults and filings,
declarations, registrations, permits, consents, approvals and notices, other than approvals of the
BCBSA, the absence of which, in the aggregate, would not result in 2 Purchaser Material

Adverse Effect.

(b) No consent, approval, order of authorization of, or registration, declaration or
filing with, any Governmental Entity is required by any Purchaser Company for the execution
and delivery of this- Agreement by Purchaser and CFAC or the consummation by Purchaser and
CFAC of the transactions contemplated by this Agreement, except for (i) the filing with the FTC
and the DOJ of 2 notification and report form by Purchaser under the HSR Act; (il) the approval
of the NYSE of the listing, upon notice of issuance, of the Purchaser's Class A Commion Stock
lo be issued in the Merger, (il1) the—pcepamﬁen—aad—(ﬂiﬂg—e{:thnse filings, approvals. and
leoislative actions descrihed iu Appendix Gt and—appee%&l—@{,—:ﬁgﬁiaiiea{%e—ns—ea—fxem%{h
the—apprepéaie—feguxaiepf—lmdies—; (iv) such other consents, approvals, orders, authorizations,
rcgislrations, declarations and filings the failure of which (o be obtained or made would not, n
the aggregate, result in a Purchaser Material Adverse Effect.

Section S.5. Capitalization; Valid Issuance.

(a) The authorized capital stock of Purchaser consists of 300 million shares of Class A
Common Stock, 300 million shares of Class B Common Stock, 75 million shares of Class C
Common Stock and 50 million shares preferred Stock. AS of [date], shares of Class
A Common Stock were issued and outstanding. All of such issued and outstanding shares of
Class A Comumon Stock are validly issued, fully paid and nonassessable. As of the date hereof,
there are outstanding no shares of Class B Common Stock, Class C Comumon Stock, or Preferred
Stock.

)  The authorized capital stock of CFAC constsls of 1,000 shares of $.01 par value
comumon stock. One thousand shares of 3.0l par value common stock are :ssued and outstanding,
and all of such shares are owned by Purchaser. All of such issued and outstanding shares of
capital stock of CEAC are validly issued, fully paid and nonassessable. All issuances, transfers
or purchases of the capital stock of CFAC have been in compliance with all applicable
agreements and all applicable laws, including federal and slate securities laws, and all taxes

thercon have been paid.

(©) Except as sct forth on the Purchaser’s Disclosure Schedule or in the Purchaser’s
SEC Filings, as of the date of this Acrcement there are not outstanding nor is Purchascr or
CFAC bound by, any subscriptions, options, precmptive rights, warrants, calls, commitnicnts, of
agreements of rights of any character requiring Purchaser or CFAC to issuc of entitling any
person or enlity o acquirc any additional shares of capital stock or auy other equily security of
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Purchaser or CFAC, including any nght of conversion or exchange under any outstanding
security or other instrument, and neither Purchaser not CFAC is obligated to issuc or transfer any
shares of its capital stock for any purpose. There are no outstanding obligations of Purchaser of
CFAC to purchase, redeem or otherwise acquire any outstanding shares of capital stock of
Purchaser or CFAC.

A, AR F

(d)  The Purchaser’s Class A Commot Stock to be issued in the Merger, when issued
in accordance with this Agreement and the Articles of Merger, will be duly and validly issued,
fully paid and nonassessable, and will be issued in compliance with all applicable federal and
state securities laws. o

Section 5.6.  SEC Filings; Financial Statements.

(a) Purchaser has delivered or made available to CareFirst copies, which are true and
correct in all material respects of (i) its Annual Reports ot Form 10-K, as amended, for the years
ended December 31, 2000, 1999 and 1998, as filed with the SEC, (ii) its proxy statements
relating to all of Purchaser's meetings of shareholders (whether annual or special) since January
1, 1998, as filed with the SEC, and (iii) all other reports, statements and registration statements
(including Quarterly Reports o1 Form 10-Q and Current Reports on Form 8-K, as amended) filed
by Purchaser with the SEC since January 1, 1998 (the reports and statements set forth in clauses
(i), (i) and (i) are referred to collectively as the “Purchaser SEC Filings”). As of their filing
dates, none of the Purchaser SEC Filings contained any untrue statement of 2 matedal fact or
omitted to state a material fact required to be stated therein or necessary to make the statements
herein, in light of the circumstances under which they were made, not misleading. The Purchaser
SEC Filings at the time of filing complied as to form in all material respects with the Exchange
Act or the Securities Act, as the case may be, and {he rules and regulations thereunder.

(b) Purchaser has delivered or made available to CareFirst copies of (i) audited
GAAP (inancial statements of Purchaser for the year ended December 31, 2000, GiyauditedSAE
fmaae%aks%ﬂemeﬂ{s—e#?—u{ehase&{e%r%eﬂdeé@eeeﬁ}beé%@%r 1999 and 1998, and(ii)
unaudited GAAP and-SAPR-financial statements of Purchaser for the qaaaef-snine-month period
ended—Mareh 3 —Fune30—and September 30, 2006:2001; and (ii}) audited SAP financial
statements for the years ended December 31, 2000, 1999 and 1998 for any Purchaser Subsidiary
for which audited SAP financial statements have-bees—prepares; 1)t
umu@a%na%a(mwwwwée@me%%w
S‘ﬂbs%d%apf—%hae—-is—a—c—eqv}era&ea—-fef——\ﬂaéeh——aaéi{ed-—SM——ﬁﬁaaéaL—&ta{emeﬂes—haake-ﬁe% becn
prepared.

(c)  The GAAP and SAP financial statements referred to in clause (b) above (the
“pyrchaser Financial Stalements”) are true and complete in all material respects, have been
prepared 10 accordance with GAAP or SAP, as the case may be, consistently applied throughout
the periods covered by such statements (except as may be stated in the explanatory notes to such
statements) and present fairly, in accordance witl GAAD or SAD, 28 {lic_casc may be, in ail
material respecets, the consolidated financial position and consolidated results of opcralions ofthe

Purchaser Companics at the dates of and for the periods covered thercby. The Purchascr
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Financial Statements for interim periods are subject 0 normal recurming year-end adjustments
and, in the casc of SAD statemcnts, do not include the notes required by GAAD or SAP.

(d)  Exceptas disclosed, recorded of otherwise referred 0 in Purchaser's SEC Filings
or in the Purchaser Disclosure Schedule, no Purchaser Compaay has any liabilities of any nature,
whether known, unknowt, accrued, absolute, contingent or otherwise, and whether due or to
become due, probable of assertion or not, except liabilities that (x) were incurred after
3120688 eptember 30, 2001 by Purchaser in the ordinary course of its business consistent with
past practice of (y) that in the aggregate would not have a Purchaser Material Adverse Effect.

Section 5.7- Reserves.

() The aggregate actuarial reserves and other actuarial amounts held in respect of
liabilities with respect 10 any or all of the Purchaser Insurers as established ot ceflected in their
cespective 2000 financial statements previously delivered to CareFirst:

1 (A) were determined in accordance with presently accepted actuanal
standards consistently applied, and (B) werc faicly stated in accordance with sound actuarial
panciples;

. (it) met, in all materal respects, (he requirements of the applicable insurance
laws of all states havingjurisdict'\on;

(i) ~ metthe requirements of the BCBSA,

(iv)  have been computed o0 the basis of methodologies consistent with those
used in computing the corresponding reserves in the prior fiscal year (except as may pe stated in
(he explanatory notes to such statements); ’

V) include provisions for all actuarial reserves and related itemis which are
required to be established in accordance with applicable laws and regulations; and

(vi) Purchaser is unaware of any facts or circumstances that would necessitate,
in the application of GAAP, the restatement of reserves above those reflected in the GAAP
balance sheets included in the most recent Purchaser Financial Staterments delivered to CareFirst
prior to the date hereof.

(b)  Each Purchaser Insurec’s surplus is now, and immediately pror to the Closing
will be, not less than 100% of the statutorily adequalte reserve minimum required by applicable
law.

Section 5.8.  Taxes.
(a) All federal income (ax cetums required to pe filed by any purchaser Company

have been properly and timely filed with the IRS, and all state and local income and prcmium tax
cetumms required to be filed by any Purchaser Company have been property and tmely filed with

220 -
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the appropriate state or local taxing authorties, ot af appropriate application {or extension of
time to file such returns has peen filed, except where the failure to file such state and local
income and premium tax returns would not cesult in a Purchaset Material Adverse Effect. Such
tax returns were ttus, correct and complete 10 all material respects at the time filed, and each
purchaser Company has paid and discharged all Taxes shown to be due on such rewurms, other
than such Taxes a5 are being contested 10 good faith by appropriate proceedlngs and are
adequately resecved for on the most recent financial statements. Each Purchaser Company has
adequately reserved, 10 accordance with SAP or GAAP, as applicable, on the financial
statements referred to in Section 5.6, for the payment of all unpaid Taxes, including interest and
penalties, payable in respect of any taxable event of period (including interim periods) ending on
the dates of such financial statements and for all periods prior thereto.

No claim of deficiency for any Taxes has been proposed, {hreatened, asserted of
assessed by the IRS or any other taxing authority orf agency against any Purchaser Company
which, if cesolved against such Purchaser Company would, in the aggregale, result in a Purchaser
Material Adverse Effect. No requests for waivers of the ume {0 assess any Taxes are pending.
Norne of the federal income 2% returns for any Purchaser Company has been examined by orf
settled with the S for any yeal:

Section 3.9 Resale Registration Statements Purchaser’s Proxy Statement.

Except for information supplied or 1O be supplied bY CareFirst in writing for inclusion
therein, as o which no represcn(ation is made, neither the Resale Registrarion Statement; 00T
purchaser’s Proxy Statexncnt-eem&as—er will contain (in the case of the Resale ch'\stration
Statement, a5 amended O supp\cmentod, at the ume such registration statement becomes
effective, and in the cas€ of Purchaser’s Proxy Statement O any amendments thercof of
supplements theceto, at the time of the mailing of Purchaser’'s Proxy Statement and any
amendments or-supplements (hereto, and at the time of the meeting of shareholders of Purchaser
to which Purchaser’s Proxy Statement relates) any untrue statement of material fact nor omit of
will omit to state any material fact required to pe stated therein of necessary it order to make the
statements therein, in light of the circumstances under which they were made, not misleading.
Except for information supplied or 10 be supplied DY CareFirst 10 writing for inclusion thereln, as
to which no reprcsentation is made, the Resale Registration Statement and any supplements Ot
amendments thereto will comply 18 all material respects with the Securities ACt of 1933, as
amended, and the rules and regulations thereunder (collectively, the “Securities Act”) and with
the Securities Exchange Act of 1934, as amended, and the rules and regulations thereunder.

Section 5.10. Absence of Certain Chianges or Events.

Except as sct forth on purchaser’s Disclosure Schedule, since December 31, 2000 and
through the date of this Agreement, (a) each of the pPurchaser Companies has, in all material
respects, conducted 118 pusiness in the ordinary course consistent with past prncticcs, (b) netther
purchaser nor any Purchaser Subsidiary has taken any action sct forth in Sectiot 6.1(c) which if
laken after the datc hereol would violate such Scction and (c) the purchascr Companies have not

c.\:pcricnccd an—eventiy: cvent, accurrenct, (icvclopmcn( or_statc of circum:tnucos or_facts
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thatid the aogregate, has had, of would reasonably be cxpcctcd 1o have, 2 Purchaser Material
Adverse Effect.

Section 5.1 Litigation; Judicial Proceedings-

(@ - As—e—f—%e—éaw t—theseThere are no judicial of administrative
actions, proceedings or investigations pending Of, to the knowledge of Purchaser, threatened, that
(1) question the validity of this Agreement Of any action taken or to be taken by Purchaser ot

CFACin connection with this Agreement, OF (if) seek to prevent the consummation by Purchaset
or CFAC of any of the transactions contemplated DY this Agreement.

(o) As—e—ﬁ-%he—da{e—e‘é—ﬁais—kgf-eemen&—thepeThcrc is no litigation, procccding, suit,
action, charge of investigation pending 0F to the knowledge of Purchaser, {hreatened, or any
ocder, judgment, injunction, decree, pled agreecment, stipulation Of award of any kind
outstanding, against Of relating to any Purchaser Company, Of involving any of its property Of
pusiness, the outcome of which in the aggregale May ceasonably be expected 10 resull in 2
Purchascr Material Adverse Elfect.

Section 5.1 Compliauce with Law.

(@) Each Purchaset Company is-conductnzlas conducted its business in compliance

1S Sl ce=s==

with all statutes, laws, rules, rcgu\ations, ordinances, decrees, judgments, mjunctions and orders
applicable 10 it (including (hose relating to ERISA, labor 1aws, Health Benelit Laws,
eqvironmental laws and pealth and safety mattecs), except where such failure 0 comply would
not have 2 Purchaser Matecial Adverse Effect, and has not received any notice that 1t is in
noncompliance with any such statutes, laws, rules, regulations, ordinances, decrees Of orders,
except where cuch noncompliance would not have 2 Purchaser Material Adverse Effect.

(b)  Each purchaser Company currently holds all permits, licenses and approvals of
every Governmental Entity necessary for the ownercship of its respective assets and the operation
of its respective businesses (including those relating to ERISA, labor laws, Health Benefit Laws,
eavironmental 1aws and health and safety matters) except where the failure to hold such permils,
licenses of approvals, in the aggregale, would not result in a Purchaser Material Adverse Effect.

©) Each Purchaser Company 18 in compliance with all such permits, licenses and

approvals, except where such failure to comply would not resultin @ Purchaser Material Adverse
Ef{fect.

(d) MNo purchaser Company nor any officer, employee, agent, rcprcscntativc or other
person acling on the eXpress, implicd of apparent authority thereof, has paid. of received any
bribe or other anlawful, qucst'xonablc or unusual payment of money of other thing ol value,
granted of accepted any extraordinary discount, Of fumished of been given any unlaw(ul or
unusual inducement 0 of (tom any person of Govcmmcnm\ Ealily connection with or in
(urtherance of the pusiness of any purchaser Compaiy.

'
(3]
i~

P R Ve L I LYAVIV R

OCC 009479

AR SR F55



(e) All information provided by each Purchaser Company in connection wilh the
preparation and filing of any regulatory notice or other regulatory filing was true, complete and
accurate in all material respects when made.

Section 5.13. Employee Plans.

The Purchaser Disclosure Schedule contains 2 list, which is accurate and complete in all
matedial respects, of all the Benefit Plans maintained by the Purchaser Companies (the
«pyrchaser Plans”), in which employees of the Purchaser Companies generally are entitled to
participate as of the date of this Agreement.

Scction 5.14. Brokers and Finders.

Except for Bear Steams, whose fees shall be the sole responsibility of Purchaser, neither
Purchaser nor any of its officers, directors or employees has cmployed any broker, finder or
investment banker ot incurred any liability for any brokerage fees, comumissions of finders'{ees
oeother fecs 1N connection with the {ransactions contemplated by this Agrcement.

Section S.15. Tinancing.

Purchaser has; andQr will have at Closing, sufficient cash, available lines of credit or
other sources of immediately available funds to enable it to make payment of the eash-por{ien-e{
&he——-f’-use-hase——-lli”lc—efxonrcantc Cash Consideration and consummalc the (ransaclions
contemplated hereby.

Section 5.106. Disclosure.

No representations, warrantics, assurances Ot statements hyv_ Purchascr in_this
Acrcement and no statement contained in any certificates OF other writings to be delivered
by Purchaser (or caused to be delivered by Purchaser) to CarcFirst or any of their
Eﬁpcctivcmrcscntﬂtivcs pursuant o the provisions hereof contains OC will contain any
untrue statement of material fact, OF omits orvill omit to state any material fact necessary,
in_lisht of the circumstances under which it vas made, to make the statements herein Or

therein not misleading.

ARTICLE VI
Covenants Of The Parties

The parties covenant aS provided 10 this Article VI and as expressly set forth in the
Schedules and ancitlary documents delivered in conneclion herewth:
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Scction 6.1. Pre-Closing Operations.

(a) CareFirst. CareFirst hereby covenants and agrees that, pending the Closing; (for

=

purposes of the following, «CareFirst” shall be deemed to include the CareFirst Subsidiaries):

(1) except as approved by the Transition Team of otherwise consented ta by

Purchaser, CareFirst will operate and conduct its business oaly in the

ordinary course in accordance with prior practices, shall maintain its assets

in their present state of repair (ordinary wear and tear excepted), and shall

use its Best Efforts to keep available the services of its employees and

preserve the goodwill of its business and relationships with the customers,

licensors, suppliers, distributors and brokers with whom it has business
relations; and

(iy ~ except as approved by the Transition Tecam in writing_or othenwise

=

consented to by Pucchaser inwriting, CarcFirst shall not:

{-Notee———'r-he—foﬂow-iugAa\nguﬂge——wﬂl—be—iuc—luded-—in—-the—-C—ﬂH:ﬁtvs(—Diselosu{ve—S chiedules
Section-bri-shali-norpreventory ceclude-Care[irst-ronren (ednsinle-orTe RewHRE-RIy-CONLFact-or
commitmentiwilieustomersorpre viders-in-the-ordinary—cou rse-of-business—<o psistent-witl-past
P ractice—excluding—cus {omer—eo plrasts—w th—mal{i—-year——rate—guar—antees—%we i g—an—annu al

premium—er—aéministfali%—ser—vic—es—fees«-in-e);f:—ess-e%%%@;@@()f}

(A) sell, transfer or othenwvise dispose of any assets, excepl for sales,
transfers or disposals which would not have 2 CareFirst Mateal
Adverse Effect; '

(B) enter inlo any new material contract ot commitment relating (0 its
business, with “materal contract of commitmem" being defined
for the purpose of this subsection as 2 contract or commitment

(other than any _provider contract cntered intolin the ordinacy
course of husiness) which involves G—arelii{st—iaeugiﬂg—a—ﬁabéﬁ{-y

iexeessofmore than $5 million;

(C)  morlgage, pledge ot subject to liens of other encumbrances Of
charges any assets, except by incurring CareFirst Permitted Liens;

(D)  purchase Of commit to purchase any capital asset sutside-ef—he
M&—C—ayeﬁ&-@emﬁaaf—eapi{a{—{alaﬂ—for a price exceeding $5
million individually of $25 million in the aggregate per calendar

year, other {lian capital assets included in the 2002 capital plan
ol the refexant Carclirst ;_C;ﬁ)g_mn_mj—c—apiialﬁalaﬁ—, “which capital
plans arc identified in the Carclirst Disclosure Schedule and

copics of which have been furnished (0 Purchascr, OC capitad )

assets included in auny subscquet capital nlag that i:_;__ﬂ_p_pm\'cd_
by (he Transition Teant,

.24 -
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(E) terminate or amend in any matecal respect any CareFirst Matenal
Conlract or any insurance policy, in force on the date hercof;

® amend its charter of bylaws in any mannet which would adversely ;
© affect the ability of CareFirst 10 consummate the transactions
contemplated by this Agreement (provided, however, the foregoing
will in no way limit the actions which may be taken by CareFirst !
pursuant to Section 6.8); '

G) acquire (whether by merger, consolidation, share exchange,

 acquisition of stock, or acquisition of assets) any corporation,

partnership, joint venture, Ot other business (or any part thereoD),

except where the consideration paid by CareFirst in connection

with such acquisition (including any debt assumed as 2 result

thereof) is less than $S million individually or $25 million in the
aggregate in any calendar year,

()  spli, combine of reclassify its outstanding capital stock or declare,
sel aside or pay any dividend or distrbution payable in cash, stock,
property of otherwise, except for payments of distdibutions by 2

wholly-owned subsidiary of CareFirst 10 CareFirst or another
wholly-owned subsidiary of CareFirst;

) except for the issuance of CareFirst Common Stock to the Tax-
Exempt Entities in connection with the Conversion, issug, sell,
pledge or dispose of, or agree {0 issue, sell, pledge or disposc of or

othenwvise cause 10 become outstanding any additional shares of or
any options, warrants or rights of any kind to acquire any shares of
its capital stock of any class Of any debt or equily securities
convertible 1nto ot exchangeable for such capital stock;

(N & incur or become contingently liable with respect o any
indebtedness for borrowed ~money or purchase money
indebtedness, other than borrowings under CareFirst’s revolving

credit facility not to exceed an aggregate principal amount of $30
million; ef

() (i) amend OT modify any CareFirst Plan (or enter into A0Y new
plan, arrancement, understanding OC aoreement) in 4 manner
that increascs the nmountj_pagablc to any direcfor, officer or

emplovee of _any Carelfirst Company __upon geverance,
termination of employment, change _of control, _OC
consummation of the Conversion or the Merecr, (i) make any
payment (o AIy. dircctor, officer OC employee of auy Careflirst
Company upoil severance, {crmination of cmplowncnt. changgc
of control, or consunpnation of the Conversionl 0T {he MergCl,
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(b)

(L)

cxcept in accordance with contractual commitments existing as
of the date of this Apreement and disclosed on the CarcFirst
lzisclgsur'e Schedule, O (ii)_increase the annual compensation
anable to any director, officer oL employee of an arelfic
Company except in _the ordinary coursé of business and
consistent with industrv_practicey

enter _into a0y new_line of business OF materially_changgc the

oD

customary methods used _in operating the business of any
CareFirst Company: ‘ ' -

materially chanee (1) the marketing. selling, pricing,

[

underwriting or actuarial practices f any Careliirst Company,
(i) the investmentprncticcs or portfolio investment mix of any
CareFirst Company, (iii)_the medical mnnnocmcnmgﬁcics and
Qracticcs of anv CarcFirst Company, ot (iv) the distribution
channels used by 0T the broker cmcmntiounid by
CarcFirst Companys

make any material changc inany method, practice or principle

(Q)

of financial O tax accounting, excent such_changgs as_are

,rcquired by changes in CAAP or SAP accounting principles:

make any material_changc in_the mcthodology U ed in th

(M

determination of the lability_for reseryes of any Carclirst
Company, OF fail to maintain_the reserves of any CarcFirst
{psurer in accordance with the standards of Section 4.6

take any action that may reasonably he expected 0 cause 2

Carclirst Material Adversc Eifect;

enter _into any non-cgmpetition qorcement, marketing

R)

qorecment, or__any other aqorecment, understanding oL
nrmnacmcnt that restricts in_any way the ability of any
CareFirst Company to market products.

subject to CarcFirst’s right {0 terminate this Agreement in

(S)

accordance with Section §.1, take any action that nrevents

CareFirst from consummating the transactions contcmp!ntcd
by _this Agrcement; OF

(Fy—=cnler into, or agree to enter ‘alo, any agreement to do any
of the loregoing.

Transilion Tecam Consecnl. m——&he—e-vem-——(}are&rst—eeeks

Purchaser _0Of

lhel’urclm_gcr"s npproval

fRal2 483460 7.0/101
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ar—conseni—ol P—urc—,haser—or—-k’ne-—"f—mnsiHon-—’i‘eam——{bq»any action
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uadesdescribed in Section 6.1(a)}-t—kae—p{epeseé—&e’riewshak-be—éeemeé—appreveé—ef—eeasemed-te
M&s&%—%—%ﬁe—@ﬁn&% Hen—Tte a_asf—bﬁ-ﬂe—ebjee&ie LM&%M{N@&MW wsiness
éa,ﬁ_a.ggep-th&éaxe_eééa. M ’ e £OY ase&g-@fe*ééeé that such-requestaise
includesat i ~CareFirst nroposes to take must e set forth ind
writing gioned by an officer of Purchaser who is 3 member_of the Transition Team. The
Transition T eam’s consentto evatuwatendy such fee[&eséaction aust be set forth in a writing

Transition AESESmmr

sioned by a majority of the members of the Tran ition Team.

(c) Purchasecr: purchaser hereby covenants and agrees that, except as consented to in
writing by CareFirst, pending the C\OSing;—P-\:!ee-haﬁe{—w-ﬂ—l-,—‘i-&M ategial-respectsyopeRd
%MW&&M&%&M&%@&%%%&QWW uese—ta
a%@aﬁMe&&sae&Wé&ﬂé@Hﬁh&—fmeg@ing (for purposes of the following,
«pyrchaser” shall be deemed t0 include CFAC and the Purchaser Subsidiaries):

O Purchaser shall maintain its assels in their prcécnt state of repair (ordinary
wear and tear excepted), shall use its Best Efforts to keep available the
scrvices of 1ts cmployecs, and preserve the goodwill of its business and
celationships with the customers, licensors, suppliers, distributors and

prokers with whom it has business relalions; and

) Purchaser shall not:

(A) («A}»——amcnd its chader Of bylaws in any manner that would
adversely affect the ability of Purchaser 0 consummate the
{ransactions contemplated by this Agreement;

eq*&ife——@éhethe,c—bﬁ'—weegeffc—eﬁseﬁéaﬁepc,»-s-ha.re—-e:—:c—hange;
aeqa%si%iew—ef—éteek;—es—aeqa%sit%e&-e—@—&gsees%—&ﬁy—c-emera&en—,
paﬁﬂersm?ﬁemt-%ea%a;eref—emeﬁusiae%ﬁer—&&ﬁ apthereets
ewmﬁuéwequ%e{wﬁﬂema{ewweew—agea
o4 a—y—?ﬂrehaseflsr—epeareﬁf%és—ab' : asummate—he
%Eansae—tiens-eGmempLateé—b—y-{his—kgfeemeaﬁ

(C.g-———iaeu;——es———bec-eme-eemirageaeyy—-ﬁabk%{h-%eﬁpec—k—{e——aw

mdeb&éﬁess—‘fer—%eﬂweﬁweaw sere—5—00

mageéai—aéveﬁe—eﬁeee-e&%sehaseés—ab%e—eeﬁsaﬁﬁaee—&he
&sansae&ens—eemempkaged-b&&ﬁﬁ,g@eemeﬂﬁ

(ake any action that may reasonably be expected t0 cause 2
purchaser Material Adverse Effect; of

I

(EQ) enter—énLe,—aer-fagree——{o——exuer——ime,——awj-—agfeemeu&——-Le»de—dn»y‘
ofsubject 10O Purc\mscr’s right L0 {erminall this A r_ggl\,c_uL_.LL‘
a_ccm‘dnncc with Seclion 8.1, take any actiol (h:\L_prcvcn(s
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Purchaser from copsummating the %{egeiagtrnnsndigns
contcmplntcd hy this Acrcement.

Section 6.2- New [aformation; Access.

(a) Each of CareFirst and purchaser shall be—ebhga%eé“‘eg_) promptly disclose 1n
writing to the other party any new information whicathat would result in a breach of thet

SRLIX-23
—

reeits representations and warranties in W this Agreement._ga-ﬁhef, (ii)

=

subject 0 conﬁdentiality’ obligations, WM promptly disclose
prompty~t0 CareFirstthe other party any material development with respect t0 Purchasessits

business, results ofeges&i—ieasggerntign or financial condition, and (il consult reg ularly with
the other party with m&toa%&wr&mWé s adwisessmedical costs
trends and underyriting resulis and with respect to a0y actions that it PrONOSES to take in
response 10 such m{epmagemegaféiﬁg—%&s-bas;aees?trgndg and results em&s-e;-&aaae;ak

een&&ea-a&may-be%ﬂseaabwieqws&eé-bﬁk@ageﬁ%&t;mdudinﬂ anv_actions with respect t0
pricingd. sales. benefit designs and underwriting.

(o) The parties shall form 2 {ransition team (the “Transition Team”) consisting of an
equal number of represcntativcs of CarcFirst and Purchaser. The Transition Team shall be
responsible for {ac—i-&%{a&iﬁgggvglggino a tcansition and integration planning process 0 facilitate
{he combination of the operations of CareFirst with {hose of Purchaser- The Transition Team
~shall be responsible {or developing, and monitonng the development of, and deliverables due
under, an action plan for the combination of the businesses. The Transition Teant, or dcsignatcd
representahives thereof, shall meet monthly 10 review the financial performance of the CarcFlrst
Companies and {-he-P-aapehases-Gemiaames—a&é—at such meelings CareFirst aﬁé-—P—ufehase{rshal\
advise the Transition Team of the status of LheiHeSiaee&-‘fLEi__;; sales, enrollment, revenues,
investment income, quarterly claim trends, medical 10ss ratio, administrative expenses, net
income, rESErVes and statutory capital (as indicated on the quarterly balance heet). The
Transition Team shall be informed at cach quarterly meeting of the applicablc (rends and
retention experience arising (rom CareFirst's aﬁé—P—urehasef-’s—busincss planning and underwriling
process. '

(c From and after the date hereof and subject 10 the terms of that certaln
Confidentiality Agreement by and between the parties hereto, dated September 21, 2000,
CareFirst and-Rurehaser shall (and shall cause their respective subsidiaries t0) provide &

paa#mu_cjﬂs_cl reasonable access durnng regular business hours to its books, records, offices,
pcrsonnel, counsel, accountants and actuaries as may be reasonably requested; prov'\ded,
however, that Q@a&é&mawsha%%empeﬂeé.@—pwé&awemeﬁpeéﬁm&ﬁaa&ea
pues&aﬁHe—ﬁ*;s—See%ioa—aad—eb)—no investigation made pursuant o this Section shall unreasonably

‘nterfere with the operation of conduct of business of aﬂy—paa—y—he%e{eg.arcl"irst.
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